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Economic Situation

1 war, ,and. gevemment raatrictmns have brought on- & vnortege of machmmya
ai .parts, and raw matsrial in Shanghai, leaving bertain plants inoperative
and resulting in the removal of other plante to Hongkong und gouth China. »ALI
contributes %0 the moreased. wemployment. Howsver, capital continues %o
'in' o Shanghai and is one Ul the causes of the rising inflation, -

E nghni offera 8 haven %o @ growing number of rofugses. ‘Tnow from the aocrih
are usually wealthy, while thoze from central China aré poor gad bitber towsrd -
both the Communiste and the Nationalists. Tbe pooyer ref‘ug,@@s go to Shanghal
for thess reasous: :
.{8) To avoid the civil war, in which they are considered enemies by
‘both sides. They 'often find theiv property confiscated’ and Q;lwu'
friends and relatives shot Ior codpara tiag or not coonomtirzv wit
7 one gide oy the other.
. {b) To escape wrmy service with both sides.
B policy is oruel and brutal in rurel ares
- olties suoh as Shanghai, whersa the aunou 6
' - ‘'only 6,000 men.
(o) To seek omployment.
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'Camunista ig Shanghsi

'3, 0Of the outimated ong aad onhe half mllllbu wnrk@r’s i Shanghui, about thirty
> per ceat are Communist followsrs.
ALl of theemillion and a hall are au‘hlm,:,ovammaznv i
- The Communists' strength is considered weak end on1 atous five per cant of hs
g ..Uowmmist followers are Com.rnunists.

- 4, (The Communiats nave many 1sg1t1mate gy ievances wileh they oxplolt,. bub ot

’ withdraw before police intorveation, with Gha resull uj;;t- many arrasicd bm% BB
25X1X aro not Comuumts.
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- Posaibility of Violence in Shanghai

‘.Labo'r,gro‘ups are expeoting trouble ‘in Shanghsai in June. They dd not expect

'the goverancnt to dsfend Shanghai and are searatly attemptiang to organize

‘one. huadred thousand men to defesd the city, but they have ae weapons.,

The Commumists are expected to cross tho Yangtze River this summer and drive
on Scochow, - IFf Soochow falls, the government will withdraw from Nanking and
S}:.\anghai-without a Pight,
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